Draft Final Audit Report of the
Audit Division on the

Friends of Todd Young
February 12, 2009 - December 31, 2010

Why the Audit

Was Done

Federal law permits the
Commission to conduct
audits and field
investigations of any
politieal committee that is
required to file reports
under the Federal
Election Campaign Act
(the Act). The
Commission generally
conducts such audits
when a committee
appears not to have:m
the threshald
requirements for
substantial comphance
with the Act.! The :ludlt
determin=¢fw hether e
commit* .- complie.. w ":;
the i -nations,
prohibitions and
disclesure requirements
of tha Act.

Future Action
The Commission m:fy'
initiate an enforcement
action, at a later time,
with respect to any of the
matters discussed in this
report.

1 2 US.C. §438(b).

About the Campaign $)

Friends of Todd Young is the pfithcipal’ campaign committee for
Todd C. Young, Republic. :: . 1ndidate for the U.S. House of
Representatives from theg! ‘- Ti=l: .na, 9™ District, and is
headquarstered in Blog#hi , Inié. 1.2 For monre information,
see the echart on thggd®amphign Organ:/ LD 2,

Financinld\chvity\ﬁn 2
Receipts
o, Contributions .:« [ dividuals
o C(u ' ibutionsfrc O 1 '
|'u Lo O >mm1ttec- 4 233,843

$ 1,708,269

.. Author
Wd 14,702
SiPto Operatyg Expenditures 7,404
' $ 1,964,218
g Expenditures $ 1,926,326
o Conffibution Refunds 18,200
ontributions to Political
5,000
otal Disbursements $ 1,949,526

Findings am Resommendations (p. 3)

e Receipt of Apparent Pmhibited Contributions (Finding 1)
e Receipt of Contributions in Excess of the Limit (Finding 2)
¢ Failure to File 48-Hour Notices (Finding 3)
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Part 1
Background

Authority for Audit

This report is based on an audit of Friends of Todd Young (FOTY), undertaken by the
Audit Division of the Federa! Election Commissian (the Commission) in accordance with
the Federal Election Campaign Act of 1971, as amended (the Act). The Audit Division
conducted the audit pursuant to 2 U.S.C. §438(b), which permits the Commission to
conduct audits and field investigations of any political committecdiat is required to file a
report under 2 U.S.C. §434. Prior to conducting any audit undgPthis Subsection, the
Commission must perform an intemal review of reports fil R elected committees to
determine whether the reports filed by a particular commnyi Shthe threshold
requirements for subsiantial campliance with the Act ).

Seope of Audit
Following Commission-approved procedure: i arT@es risk
factors and as a result, this audit examined:
1. the receipt of excessive contributions and loans;

the diselosure of individnal contribut}
the consistency between reported figul
the completaness of zg@mads: and

e of employer;

NoUnAWLD




Part 11
Overview of Campaign
Campaign Organization
Important Dates
e Date of Registration February 20, 2009 ~
e Audit Coverage February 12, 20¢ - Uecember 31, 2010
Headquarters Bloomingtongitdiana
Bank Information

e Bank Depositories

e Bank Accounts

Treasurer

‘ N
e Treasurer When Audit Was Conducted F L.%Ness

e _Treasurer During Period Covered by Audit | Confi.. K Nassy <
Management Information h.
o Attended Commission Campaign Finance No
Seminar »
e Who Handled Accounting and \ ]?T S g
Recordkeeping Tasks . ’

# . L 4
Oxerviewyof Firkncial Activity

idited Armiounts)
- I . . —— |

Cash-on-hand @ kebrugry 12, 2009 » 0
Receip%

o Contib ions from Imxlr- -dualsy 1,708,269

o Contribiatdns from Ot'..1 Political

Committ.-.~ 233.843

o ‘lransters :.* .\ *omzed Commuittees 14,702

o Offsets to Oper...y Lxpenditures 7,404
Total Receipts j $ 1,964,218
Disbursements.

o Operating Expenditures 1,926,326

o Contribution Refunds 18,200

o~ Contributions to Political Committees 5,000
Total Disbursements $ 1,949,526
Cash-on-hand @ December 31, 2010 $ 14,692




Part III
Summaries

Finding and Recommendation

Finding 1. Receipt of Apparent Prohibited Contributions

During audit fieldwork, a review of contributions revealed that FOTY received 24
apparent prohibited contributions totaling $19,700. FOTY had ggfaded $3,750 of the
$19,700, albeit in an untimely manner.

In response to the Interim Audit Report recommendation@@¥

QCsentatives provided

Bicw df contributions received during the 48-hour filing
2 @¥ailed to file 48-hour notices for 51 contributions totaling

$75,700. Most iBike unfill notices were for general election contributions.

In response to the Inf#im Audit Report recammendation, FOTY representatives stated

that they had no additional information to provide in connection with this finding.

(For more detail, see p. 10)




Part IV
Findings and Recommendations

| Finding 1. Receipt of Apparent Prohibited Contributions |

S
During audit fieldwork, a review of contributions revealed that FOTY received 24

apparent prohibited contributions totaling $19,700. FOTY had refiinded $3,750 of the
$19,700, albeit in an untimely manner.

In response to the Interim Audit Report recommendation, 2 IN@eepresentatives provided
documentation demonstrating that two contributions, totffing $60{@aere not prohibited
cordributions and refundes the remnining $15,350 ingdligoMnt prohf{@kd contributians.
The Audit atnff canciides that FOTY received aggfifent prohibited corffigidations totaling
$19,100 and has refunded all of these contribujifss, albeityn an untimely Yganor.

Legal Standard
A. Receipt of Prohibited Contribugions — General I§@hibition. Candidates and
committees may not accept contributi{alin the form of M@hey, in-kind contributions or
loans) from the general treasury funds & St@asations. This{g@kiBition applies to any
incorporated organization, including a nd}-stoSEaRoration, ! incorporated
membership organization, and an incorpoi{jed gSOpERElRugy? U.S.C. §441b.

B. Definitinn of Ligs
business eutity reqfEins
established. 11 CFR § N§

& A bmited liability company (LLC) is n
Blays of the State in which it was

C. Appli¢ation ol | Bnits s .|wa Brohibitions to LLC Contributions. A contribution
from C is sub'.~.1 v contriw@ion Jimits and prohibitions, depending on several
facte:- .- vxplained below. 1

1. 11¢ .- Partnership The cOntribution is considered to be from a partnership if the
LLC whne<es to Be mouted as a partnership under Internal Revenue Service (IRS)
tax rulo~. o JF it nﬁs na chaice at all about its tax status. A partoership
contribut-v: .-\ 110t exceed $2,400 per candidate, per election, in the 2010
election cycl.:  ~:.ch a contribution must he atiributed i» esch lawful partner.

11 CFR §11671(a), (), (¢) and (2)(2).

2. LLC as Corporation. The contribution is considered to be from a corporation—
and is barred under the Act—if the LLC chooses to be treated as a corporation
under IRS rules, or if its shares are traded publicly. 11 CFR §110.1(g)(3).

3. LLC with Single Member. The contribution is considered to be from a single
individual if the LLC is a single-member LLC that has not chosen to be treated as
a corporation under IRS rules. 11 CFR §110.1(g)(4).

D. Limited Linbility Company’s Respansibility to Notify Recipienit Committee. At
the time it makes tha contribution, an LLC shall provide to the recipitmt committee



information on how the contribution is to be attributed and affirm that it is eligible to
make the contribution. 11 CFR §110.1(g)(5).

E. Organizations Financing, Organizations that are not political committees under the
Act that make contributions @nd expenditures, but do not gualify as political committoos
under 11 €FR 100.5, raust (temonstrate through a reasonnble accountiag method that the
organization has received sufficient funds subject to the liz:itations and prohibitions of
the Act to make such contribution, expenditure or payment. 11 CFR §102.5(b).

F. Questionable Contributions. If a committee receives a contrjbution that appears to
be prohibited (a questionable contribution), it must follow the n# es below.,

1. Within 10 days of the treasurer’s receipt of the ques:..«.."le contribution, the
committee must either:

e Retum the contribution to the contributor witi« 1t deporri” - it; or
e Deposit the contribution (and follow theg ~below). 1! € IR §103.3(b)(1).

2. If the committec depasits the questiomablﬁmtrihmion, it may :.«x_spend the
funds and must be prepared ta refund gl It mwefore maint.i'r; slifficient
funds to make the refunds or establish a -.-». i. tina campamgn
depository for possibly illegal contnbutlons "1 C I'R §103.3(b)(4).

3. The committee must keep a waitten record ex:1. 1 12 - why the contribution may
be prohibited and must inclug..” "I~ i:. "szmation w ::e::1.horting the receipt of the
contribution. 11 CFR §103.3(b > - 4

4. Within 30 days of the treasurer’s ceip.l e .-stiq;;..'..\le contribution, the

comuaittee must make at least one Writtgf o1 « | ..~.plest for evidence that the
contribntion 1s R NER ,_vn 1ty incluc-, for example, a written

e contnbutlon or
Bagite contributor and note the refund on the report

#e used for any disbursements by the political committee
gh has been determined to be legal. Thie paiitical comndittee:
ERifish a separate account in a campaign depository for such

Br maintain sufficient funds to make all sueh refunds. 11 CFR

§103.3(b)(4).
Facts and Analysis

A. Facts

During audit fieldwork, the Audit staff’s sample review of contributions received by
FOTY identified contributions that appeared to be from prohibited sources. As a result,
the Audit staff performed « review of all deposit batches for prohibited contributions.
This full review identified the following possible prohibited contributions:



e 16 checks from LLCs totaling $14,650; and
e eight checks from corporations totaling $5,050.

For the contributions from corporations, the Audit staff verified the corporate status of
the ontitles, ns of the date of the comtrihutiont with the varieas Secretary of Statn offices
and n registared agent of a compairy. Far cantributions from the LL.Cs, FOTY provided
no documentation that stated whether the companies elected to be treated as a partnership
or corporation for tax purposes.

FOTY did not maintain a separate account for the possible prohibjged contributions. A
review of cash balances determined that FOTY did not maintajg#tifi¥ient funds to make
refunds of the possible prohibited contributions.

Of the 24 possible prohibited contributions totaliNBRM0. 708 Mientifi WAudit staff,

B. Interim Audit Report & Audit DivEion KESSrEy ,
The Audit staff discussed thi ith RO'I$ JugREtrives at the exit conference

sentatives provided some. copies of letters
mformation about the perm1ss1b111ty of their

Qb gommended that FOTY:
e Providel pionstrating that the rexnaining 20 cantribotions in question
e Refund $15, pO, 0, the remaining amount of apparent prohibited contributions that
either has not been refunded or has not received a statement or explanation from
the contributor attesting to the permissibility of the contributions;
e Disgorge the remaining funds ($15,950) to the U.S. Treasury and provide
evidence of such disgorgement; or

2 FOTY's primary election was on 5/4/2010. The cash-on-hand analysis showed that, on 4/28/2010, funds
were not suffioient to make all the necessary refunds.
3 It should be noted that one of the contributions was only partially refunded.




o If funds are not available to make the necessary refunds or disgorgement, disclose
the contributions requiring refunds on Schedule D (Debts and Obligations) until
funds became awvailable to satisfy this obligation.

C. Committee Response to the Interim Audit Report
In response to the Interim Audit Report, FOTY provided documentation demonstrating
that two contributions, totaling $6C06, were not prohibited contributions because the
contributor files federal income taxes as a partnership. Also, FOTY provided
documentation demonstrating that the remaining contributions were refunded in an
untimely manner.

The Audit staff concludes that FOTY accepted apparent prohdi@ited contributions totaling
$19,100. FOTY refunded all of these contributions, albejjifi ANk

| Finding 2. Receipt of Contributj

S
During audit fieldwork, the Audit staff reviewed contHggiiti
review indicated that FOTY had receiv ed apparent exceSeRs
$94,854. These errors occurred as a 1esul* ! TOTY not reS@@ins
of contributions either by forwarding a presum=iiyv e Cctter to itgggontributors or by issuing
a refund in a timely manner. \

5 ’
In respense to the hl@- 2\ ui Report reco ndatiofi, FOTY representatives pravided
documentation dexg{u'-1 .ting it had mategjally resolved the apparent excessive
contributions, albeit 11- .1: . “:tin™yv ranner.

'
Legal Stapdard ~—

A. AutHorized Comee Limits. For the 2010 election, an authorized committee may
not geive more than . to.+" of § H'ﬂ?f)er election from any one person.
2U.S.C. $™1a(a)(1)(A), 11 CFR §5110.1(a) and (b) and 110.9.

B. Handling‘ﬂ':mlrihtntions That Appear Excessive. If a committee receives a
contribution the1 .. y.~.rs g0 be excessive, the cammittee must either:
e Return the qygonable check to the donor; or
e Deposit the edntributions and keep enough money on hand to cover all potential
refuuds until the legality of the contribution is estahlished. If deposited, the
committee must seek a reattribution or a redesignation of the excessive portion,
following the instructions provided in the Commission regulations (see below for
explanations of reattribution and redesignation). If the committee does not
receive a proper reattribution or redesignatien within 60 days of receiving the
excessive contributiun, refund the excessive portion to the donor.
11 CFR §103.3(b)(3), (4) and (5).




C. Joint Contributions. Any contribution made by more than one person, except for.a
contribution made by a partnership, shall include the signature of each contributor on the
check, money order or other negotiable instrument or in a separate writing. A joint
contribution is attributed equally to sacli donor unless a statement indicates that the funds
should be divided differently. 11 CFR §110.1(k)(1) and (2).

D. Reattribution of Excessive Contributions. Commission regulations permit
committees to ask donors of excessive contributians (er contributions that exceed the
committee’s net debts outstanding) whether they had intended their contribution to be a
joint contribution from more than one person and whether they would like to reattribute
the excess amount to another contributor. The comm1ttee mus* ¥ 1o~ iy the contributor
that:

1. The reattribution must be signed by both contributgps,
wit" - 6+ days of the

2. The reattribution must be received by the comini
committee’s receipt of the original oontribugj
3. The contributormay instead request a re
11 CFR §i10.1(k)(3).

of the excessive al:o it.

Within 60 days of receiving the excessive contribut committee must either receive

the proper reattribution or refund theg i i e donor. 11 CFR
§8103.3(b)(3) and 110.1(k)(3)(ii)(B). GlRithe ittee must retain written
records concerning the reattribution in i 1CFR §110.1(1)(8)
Notwithstending the above any excessive Rp Spfbution that was made on a
written instrument imp ) more th T one individual may be
attributed among the R tructed otherwise by the contributor(s)

i ust be received by the committee within 60 days of the
committee’s 3P eipt of the ariginal contribution; and

3. The contributor may instead request a refund of the contribution.
11 CFR §110.1(b)(5)(ii)(A).

Within 60 days of receiving the excessive contribution, the committee must either receive
the proper redesignation or refund the contribution to the donor. 11 CFR §§103.3(b)(3)
and 110.1(b)(5)(ii)(A). Further, a political committee muat retain written records
concerning the redesignation imr order for it to be effective. 11 CFR §110.1(1)(5).



When an individual makes an excessive contribution to a candidate’s authorized
committee, the campaign may presumptively redesignate the excessive portibn to the
general eleetion if the contribution:

Is made before that candidate’s primary election;

Is not designated in writing for a particular election;

Wauld be excessive if treated as a primary election contribution; and

As redesignated, does not cause the contributor to exceed any other contribution
limit

The committee is required to notify the contributor of the redesignation within 60 days of
the treasurer’s receipt of the contribution, and must offer the contgibutor the option to
receive a refund instead. 11 CFR 110.1(b)(5)(i)(D)(ii).

LN

Faets and Analysis

A. Facts
During audit fieldwork, the Audit staff utilized ag

$94,854. This total is comprised of $94,554", the\Raie ‘
errors, and $309, the result of a focused review of tifgg@dfaining contributions. These
apparent excessive contributions resylted from FOTY i solving the excessive portion

contribution. FO'1'Y resolved excessive &
manner, by issuing refunds, prior to andit M

B. Interim Andit R4 Rigdit DivisionfRecommendation
ORIl this ngE pference and provided FOTY

2011, totaling 5219

As a result of the refiinds issued prior to audit notification ($11,820), the refunds issued
in response to the exit conference ($550) and the presumptive letters sent to contributors
in response to the exit conference ($21,450), the remaining apparent excessive
contributions FOTY did not address totaled $61,034 ($94,854 - $11,820 - $550 -
$21,450).

* The sample errot amount was projected usimg a Monetary Unit Sample with a 95 percent confidence level
plus the result of a focused review af cantributiens not irieluded in the sample population. The sample
estimate could be as low as $53,689 or as high as $135,419.
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The Interim Audit Report recommended that FOTY provide documentation
demonstrating that contributions totaling $61,034 were not excessive. Absent such a
demonstration, FOTY should have resolved these apparent excessive contributions by
either (1) sending presumptive redesignation/reattribution letters 1nformhag contributors
abaurt hew the excessive portion of their oontrihntiens wis resnlved aid offering a rafund,
(2) refunding the excessive portion of each contribution amd providing evidence of such
refunds, (3) éisclosing the contributions requirirg refund on Schedule D if fonds were not
available to make the necessary refunds, or (4) making a payment of $61,034 to the U.S.
Treasury and providing evidence of such payment.
C. Committee Response to the Interim Audit Report 4,y
In response to the Interim Audit Report, FOTY provided cop v~ of presumptive
redesignation and/or presumptive reattribution letters sentgi: »-.:aent to receiving the
Interimt Audit Report. After reviewing the documenta;icﬂ%fhe AuCt -:aff concluded that
$44,076 in apnarent excessive conmributioms had kegr: : v3plved in w. u:t:s 2ly macnar.
FOTY also provided photocopies of two negonam?}'efun ahecks sel.’ 'v wo
individuals, totaling $300. \ )

4
In summary, of the $94,854 in apparent excessive ¢ vi:.: v ons, FOTY has’demonstrated
that it resolved contributions totaling,$77,896 ($21,450 . ~11.820 + $550 + $44,076) in
an untimely manner.

| Finding 3. Failure. to File 48;Hour

Summary
During audit fieldwor ¢, . .. view nf contributio ived during the 48-hour filing
periods revealed that F( ]| \ fulfd 0Lk I~ D.olr notices for 51 contributions totaling

$75,700. Mo-t o, 'k ezl 1. 2es v ot o general election contributions.

In regfr.r ge to the Interii A idit Reopfrecommendation, FOTY representatives stated
thet the%d no addition. . : formy’..:a to provide in connection with this finding.

Legal Standard

Last-Minute Contributig

s (48-Honr Notices). Camprign curamittees mast Gic special
natices ragarding ¢, §butions of $1,000 or mere received less than 20 days but moio
than 48 hours beforedny election in which the candidate is running. This rule applies to
all types of contributions to any authorized committee of the candidate, including:

e Contributions from the candidate;

e Loans fram the candidate and other non-bank sources; and

¢ Endorsements or guarantee of loans from banks. 11 CFR §104.5(f)
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Facts and Analysis

A. Facts

During audit fieldwork, the Audit staff reviewed contributions of $1,000 or more
receivod during the 48-hour notice filing period for the primary eloction (4/15/2010 -
5/01/2010) and for the general election (10/14/2010 — 10/30/2010). FOTY faied to file
48-hour notices for 51 contributions totaling $75,700, as sienmarized bclow.

Primary General Total
48-Hour Notices Not Filed $2,500 $73,200 $75,700
2 49 (51

The contributions for which 48-hour notices were not fil m 41 individuals for

The Interim Audit Report recommendiiiihe
hour notices were filed in a timely man®gi
relevant.

C. Commiitee RespopSuigge
In response to the Id@T :
additional inform4#tioN




